MEMORANDUM

To: City of Asheville City Council Finance Committee
From: Stephen Shoaf, Director of Water Resources

Date: February 12, 2013

Subject: Manufacturing Water Rate Class — Proposed FY 2014

The City of Asheville is considering establishing a Manufacturing water rate class. The
principle behind the establishment of a separate class is the favorable treatment of local
manufacturers. According to the 2010 census the number of businesses eligible for
designation as manufacturers is less than 300 with 132 reporting having more than 10
employees.

Using the water rate information a major adjustment was made to the timing of rate
parity for the largest water users. The proposed water rate adjustment would bring the
Tier 2 commercial rate (greater than 1000 CCF per meter per month) to 70% of the
residential rate (up from the current 46%). An earlier proposal called for a water rate
adjustment over 5 years while this proposal shows an adjustment period of 20 years.

In addition to slowing down the gradual rate increase for all large Tier 2 customers,
other changes are proposed specifically for the manufacturers. They are:

o The Capital Improvement Fee (CIP) that is based on meter size would be frozen
at the FY 2013 amount for all qualifying manufacturers absent a change in meter
size. If a manufacturer changed the meter size, the CIP would reflect the fee for
that size meterin FY 2013. These fees would be frozen for a 5-year time period
and subject to review at the end of 5 years (end of FY 2018).

o The FY 2013 Tier 2 water rate would be held constant for the manufacturers for
one year (FY 2014) and then increase at the same percentages as the remainder
of Tier 2 customers. This one-year delay takes advantage of the power of
compounding to result in lower water rates over time.

The qualifications for a proposed manufacturing rate class would include:

o Participation in the Waste Reduction Partners (Land of Sky) water audit program.
This is a program sponsored by the Water Resources Department at no cost to
the participant.

o Qualification as a manufacturer based on the appropriate SIC code or tax
classification.

o Asimple application form that provides information that can be assembled into
a data base to simplify tracking and the ability to keep the information current.

= Business hame; Business address; Local address if different
= Current Customer ID Number(s); Account Number(s)



= SIC code or tax identifier indicating business as a manufacturer
=  Two contacts with phone and email (Facility Manager, Accounts Payable)

The CIP fee increases are included in the water financial model to maintain the ratio of fixed
revenue to variable revenue. It is important to be able to demonstrate a revenue stream that
can cover payment of debt service even if there are changes in water consumption.



Proposed Manufacturer Customer Class

Water Rates and Charges

Bi-Monthly
Base Charge

Monthly Capital Improvement

Charge
5/8 inch

3/4 inch

1 inch

1 1/2 inch
2 inch

3 inch

4 inch

6 inch

8 inch

10 inch

Volume Charges ($ per ccf)
Single Family Residential

Irrigation

Multi-Family Residential
0 to 1,000 ccf
1,000 + ccf

Commercial
0 to 1,000 ccf
1,000 + ccf

Manufacturer
0 to 1,000 ccf
1,000 + ccf

Wholesale

FY 11/12

$ 6.00

$ 3.82

$ 4.37

$ 52.42

$ 87.36

$ 152.88
$ 480.48
$ 840.84
$ 1,081.08
$ 1,321.32
$ 1,561.56

$ 3.77

$ 3.77

$ 3.19
$ 3.19

$ 3.19
$ 1.69

$ 3.19
$ 1.69

$ 0.95

FY 12/13

$ 6.00

$ 3.82

$ 4.37

$ 52.42

$ 87.36

$ 152.88
$ 480.48
$ 840.84
$ 1,081.08
$ 1,321.32
$ 1,561.56

$ 3.77

$ 3.77

$ 3.19
$ 3.19

$ 3.19
$ 1.69

$ 3.19
$ 1.69

$ 0.95

FY 13/14 FY 14/15 FY 15/16 FY 16/17
$ 6.00 $ 6.00 $ 6.00 $ 6.00
$ 3.82 $ 3.82 $ 3.82 $ 3.82
$ 4.37 $ 4.37 $ 4.37 $ 4.37
$ 52.42 $ 52.42 $ 52.42 $ 52.42
$ 87.36 $ 87.36 $ 87.36 $ 87.36
$ 152.88 $ 152.88 $ 152.88 $ 152.88
$ 480.48 $ 480.48 $ 480.48 $ 480.48
$ 840.84 $ 840.84 $ 840.84 $ 840.84
$ 1,081.08 $ 1,081.08 $ 1,081.08 $ 1,081.08
$ 1,321.32 $ 1,321.32 $ 1,321.32 $ 1,321.32
$ 1,561.56 $ 1,561.56 $ 1,561.56 $ 1,561.56
$ 3.81 $ 3.87 $ 3.93 $ 3.99
$ 3.92 $ 4.08 $ 4.28 $ 4.49
$ 322 $ 3.27 $ 3.32 $ 3.37
$ 322 $ 3.27 $ 3.32 $ 3.37
$ 322 $ 3.27 $ 3.32 $ 3.37
$ 1.74 $ 1.80 $ 1.86 $ 1.93
$ 3.22 $ 3.27 $ 3.32 $ 3.37
$ 1.69 $ 1.75 $ 1.81 $ 1.87
$ 0.99 $ 1.03 $ 1.08 $ 1.13

FY 17/18

$ 6.09

$ 3.82

$ 4.37

$ 52.42

$ 87.36

$ 152.88
$ 480.48
$ 840.84
$ 1,081.08
$ 1,321.32
$ 1,561.56

$ 4.05

$ 4.71

$ 3.42
$ 3.42

$ 3.42
$ 2.00

$ 3.42
$ 1.94

$ 1.19



Proposed Rate Increases — 5-Year Schedule

Water Rates and Charges

Bi-Monthly
Base Charge

Monthly Capital Improvement

Charge
5/8 inch

3/4 inch

1 inch

1 1/2 inch
2 inch

3 inch

4 inch

6 inch

8 inch

10 inch

Volume Charges ($ per ccf)

Single Family Residential

Irrigation
0 to 1,000 ccf
1,000 + ccf

Multi-Family Residential

0 to 1,000 ccf
1,000 + ccf

Commercial
0 to 1,000 ccf
1,000 + ccf

Wholesale

FY 11/12

$ 6.00

$ 3.82

$ 4.37

$ 52.42

$ 87.36

$ 152.88
$ 480.48
$ 840.84
$ 1,081.08
$ 1,321.32
$ 1,561.56

$ 3.77

$ 3.77
$ 3.77

$ 3.19
$ 3.19

$ 3.19
$ 1.69

$ 0.95

FY 12/13

$ 6.00

$ 3.82

$ 4.37

$ 52.42

$ 87.36

$ 152.88
$ 480.48
$ 840.84
$ 1,081.08
$ 1,321.32
$ 1,561.56

$ 3.77

$ 3.77
$ 3.77

$ 3.19
$ 3.19

$ 3.19
$ 1.69

$ 0.95

FY 13/14 FY 14/15 FY 15/16 FY 16/17
$ 6.00 $ 6.00 $ 6.00 $ 6.00
$ 3.86 $ 3.92 $ 3.97 $ 4.03
$ 4.41 $ 4.48 $ 4.55 $ 4.62
$ 52.94 $ 53.74 $ 54.54 $ 55.36
$ 88.23 $ 89.56 $ 90.90 $ 92.26
$ 154.41 $ 156.72 $ 159.08 $ 161.46
$ 485.28 $ 492.56 $ 499.95 $ 507.45
$ 849.25 $ 861.99 $ 874.92 $ 888.04
$ 1,091.89 $ 1,108.27 $ 1,124.89 $ 1,141.77
$ 1,334.53 $ 1,354.55 $ 1,374.87 $ 1,395.49
$ 1,577.18 $ 1,600.83 $ 1,624.85 $ 1,649.22
$ 3.81 $ 3.87 $ 3.93 $ 3.99
$ 3.92 $ 4.08 $ 4.28 $ 4.49
$ 3.92 $ 4.08 $ 4.28 $ 4.49
$ 322 $ 3.27 $ 3.32 $ 3.37
$ 322 $ 3.27 $ 3.32 $ 3.37
$ 322 $ 3.27 $ 3.32 $ 3.37
$ 1.74 $ 1.80 $ 1.86 $ 1.93
$ 0.99 $ 1.03 $ 1.08 $ 1.13

FY 17/18

$ 6.09

$ 4.09

$ 4.68

$ 56.19

$ 93.65

$ 163.88
$ 515.06
$ 901.36
$ 1,158.89
$ 1,416.42
$ 1,673.96

$ 4.05

$ 4.71
$ 4.71

$ 3.42
$ 3.42

$ 3.42
$ 2.00

$ 1.19

Manufacturing Class CIP would be frozen at the FY 12/13 dollar amount per meter size and Tier Two held to the FY 12/13 rate for FY 13/14



Proposed Manufacturer Customer Class — Percentage

FY 11/12 FY 12/13 FY 13/14 FY 14/15 FY 15/16 FY 16/17 FY 17/18

Bi-Monthly Base Charge

All Meters 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 1.50%

Monthly Capital Improvement Charge

5/8 inch 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
3/4 inch 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
1 inch 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
1 1/2 inch 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
2 inch 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
3inch 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
4 inch 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
6 inch 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
8 inch 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
10 inch 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Volume Charges ($ per ccf)

Single Family Residential | 000% | 000% | 100% | 150% | 150% | 150% | 1.50%

Irrigation | 000% | 000% | 400% | 400% | 500% | 500% | 5.00%

Multi-Family Residential

0 to 1,000 ccf 3.50% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%

1,000 + ccf 3.50% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
Commercial

0 to 1,000 ccf 1.25% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%

1,000 + ccf 20.00% 0.00% 3.00% 3.50% 3.50% 3.50% 3.50%
Manufacturer

0 to 1,000 ccf 1.25% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%

1,000 + ccf 20.00% 0.00% 0.00% 3.50% 3.50% 3.50% 3.50%

Wholesale 4.00% 0.00% 4.00% 4.00% 5.00% 5.00% 5.00%




Proposed Water Rate Increases — 5-Year - Percentage

FY 11/12 FY 12/13 FY 13/14 FY 14/15 FY 15/16 FY 16/17 FY 17/18

Bi-Monthly Base Charge

All Meters 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 1.50%

Monthly Capital Improvement Charge
5/8 inch 0.00% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
3/4 inch 0.00% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
1 inch 0.00% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
1 1/2 inch 0.00% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
2 inch 0.00% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
3 inch 0.00% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
4 inch 0.00% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
6 inch 0.00% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
8 inch 0.00% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
10 inch 0.00% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%

Volume Charges ($ per ccf)

Single Family Residential 0.00% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
Irrigation
0 to 1,000 ccf 0.00% 0.00% 4.00% 4.00% 5.00% 5.00% 5.00%
1,000 + ccf 0.00% 0.00% 4.00% 4.00% 5.00% 5.00% 5.00%

Multi-Family Residential

0 to 1,000 ccf 3.50% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%

1,000 + ccf 3.50% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%
Commercial

0 to 1,000 ccf 1.25% 0.00% 1.00% 1.50% 1.50% 1.50% 1.50%

1,000 + ccf 20.00% 0.00% 3.00% 3.50% 3.50% 3.50% 3.50%

Wholesale 4.00% 0.00% 4.00% 4.00% 5.00% 5.00% 5.00%




